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Effects of EEC on German Customs Duties 


In its monthly bulletin, the Berliner Bank gives data 
on the increases during the next few years in German 
customs duties required by their adaptation to the 
common tariff to be established for the European Eco- 
nomic Community (EEC). The EEC Treaty requires 
that tariffs of the participating countries be adjusted to 
the common tariff starting January 1, 1962 and that 
the adjustment be completed by January 1970. Accord- 
ing to a recent proposal of the EEC Commission (the 
so-called “Hallstein proposal”), the initial adjustment 
would start July 1, 1960 and would amount to 30 per 
cent of the difference between the common tariff and 
individual country tariffs as of January 1, 1957. It is 
also proposed that as of July 1, 1960 tariffs on imports 
from participating countries should be reduced by 
20 per cent, instead of 10 per cent as originally con- 
templated in the Treaty. This would make the total 
cut to date in internal tariffs 30 per cent instead of 
20 per cent. A 20 per cent cut in the common tariff 
which has also been proposed is dependent upon the 
results of GATT negotiations during the next two years. 

It is argued that adoption of the Hallstein proposal 
would mean that at the time of the first adjustment 
Germany would be required to increase its tariffs on 
imports from non-EEC countries by a large amount, 
so that even then there would be a strong preference 
in favor of the EEC countries. Not only would it be 
necessary for Germany to reduce by 30 per cent the 
gap between the German tariff of January 1, 1957 
and the common tariff, but the 25 per cent reduction 
made in the German tariffs since that date as an instru- 
ment of anticyclical policy would have to be reversed 
at the same time. For example, the German tariff on 
small automobiles, which was 17 per cent on Janu- 
ary 1, 1957, is now 13 per cent. The future Common 
EEC tariff on these automobiles is 29 per cent. The 
Hallstein proposal requires first the re-establishment of 
the rate of January 1957. A reduction by 30 per cent 


Revision of International Coffee Quotas 

Coffee export quotas, amounting to 7,600,000 bags 
of 132 pounds each, have been fixed for the second 
quarter of 1960 by the directors of the International 
Coffee Agreement. Brazil has the largest quota, 
4,139,000 bags, and Colombia the second largest quota, 


of the difference between this rate and the EEC rate 
gives a rate of duty on small cars from non-EEC coun- 
tries of 17 plus 3.6., i.e., 20.6 per cent, and a 30 per cent 
reduction in the rate of duty on cars from EEC coun- 
tries gives a rate of 17 minus 5.1, or 11.9 per cent. The 
present German tariff and the future common tariff for 
various imports are shown in the following list: 


Future Common 
EEC Tariff 
(excluding proposed 
Present German 20 percent 
Tariff reduction ) 
(In per cent) 


Automobiles 13-16 27-29 
Motorcycles 11-14 24-26 
Bicycles 21 
Cameras 18 
Watches -11 11-13 
Radio and television sets 1 22 
Electrical household appliances 7 20 
Machinery -9 4-17 
Cutlery 17-18 
Shoes and clothing 8-13 20-22 
Artificial fibers 4-11 12-15 
Linoleum 4 20 
Carpets and rugs 14-16 22-40 


The Berliner Bank describes the common tariff as 
strongly protectionist and argues that it does not repre- 
sent a true average of national tariffs. If a weighted 
average, instead of an arithmetical average, had been 
used, or if the three Benelux countries, which together 
with Germany account for about two thirds of the 
Community’s imports, had not been counted as one, 
the common tariff would have been lower. Other fac- 
tors tending to increase the common tariff are the 
exclusion from the calculation of average rates of the 
25 per cent reduction in the German tariff on Janu- 
ary 1, 1957, and also of the 10 per cent reductions in 


some Italian duties that had actually been made effec- 
tive before that date. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
April 21, 1960. 


1,417,000 bags. Brazil and Colombia will also be 
permitted to export more than the quotas assigned to 
them if the world market should require more coffee. 
For the full year, export quotas for 11 members have 
been revised upward, under a provision of the Agree- 
ment which ties exports to the production estimates of 
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the U.S. Department of Agriculture. These revisions 
added 1,302,040 bags to the previously agreed annual 
quotas that total 32,650,000 bags. 


Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N.Y., April 15, 1960. 


Loans of U.S. Government Agencies 
Export-Import Bank Loans 


The Export-Import Bank of Washington announced 
on March 18 that it had signed an agreement with 
representatives of the Government of Italy to lend 
$13.7 million to ALITALIA (Linee Aeree Italiane, 
S.p.A.) for the purchase of commercial aircraft. The 
loan is repayable over a period of 6% years beginning 
in 1961. 


On March 28, the Bank announced that it had 
approved a loan of $14.1 million for participation with 
the Douglas Aircraft Company of Santa Monica, Cali- 
fornia, in the sale of commercial aircraft to Spain. 
The Irving Trust Company of New York will partici- 
pate with the Export-Import Bank in the early maturi- 
ties, without the Bank’s guarantee, in the amount of 
$1,250,000. Repayment of the loan is scheduled over 
a 7-year period. 

The Export-Import Bank announced on April 25 
that it had approved the first of a new type of exporter 
transaction in which sole reliance is placed on the 
credit judgment of the participating commercial bank. 
The transaction involved was the sale, totaling $45,000, 
of marine diesel engines manufactured by the General 
Motors Corporation of New York to Empresa Pesquara 
Eperva, S.A., of Arica, Chile, under guarantee of the 
Banco National de Trabajo, Santiago. The participat- 
ing U.S. commercial bank is the Colonial Trust Co. of 
New York. 


Development Loan Fund Agreements 


The signing of the first loan by the Development 
Loan Fund (DLF) to the Government of Morocco 
was announced on March 16. The loan, for $23 mil- 
lion, will be used to help meet foreign exchange and 
local currency costs of completing certain portions of 
an irrigation project in northeastern Morocco. 

A DLF loan of $10 million to the privately owned 
China Development Corporation was signed in Taiwan 
on March 24. The loan is designed to help meet the 
growing demand in Taiwan for investment funds for 
industry. 

A loan of $3.9 million by the DLF to the Union 
Eléctrica Madrilena, a private corporation in Spain, 
was signed on March 28. The funds will be used to 


assist in the construction of a hydroelectric power 

plant on the Tagus River. 

Sources: The Export-Import Bank of Washington, 
Press Releases, March 18 and 25 and 
April 25, 1960, and Development Loan 
Fund, Press Releases, March 16, 24, and 
28, 1960, Washington, D.C. 


Europe 


Report of European Investment Bank 


The second annual report of the European Invest- 
ment Bank lists seven projects—four in Italy, two in 
France, and one in Luxembourg—for which the Bank 
has lent the equivalent of US$52.1 million. By the 
end of February 1960, it had disbursed $13.5 million 
of this total. The loan to Luxembourg, for the pur- 
pose of financing the construction of a hydroelectric 
station feeding the interconnected European electricity 
network, was made under Article 130c of the Treaty 
creating the European Economic Community; this 
provides for loans to be made by the Bank for projects 
of common interest to several member states—projects 
that, because of their size or nature cannot be financed 
entirely by the various means available in each of the 
member states. The other loans—for petrochemical in- 
dustries in Sicily and the South of France and for power 
plants in Southern Italy, Sardinia, and the South of 
France—are related to “projects for developing less 
developed regions” (Article 130a of the Treaty). 


The total cost of the seven projects is estimated at 
$288 million. The Bank’s loans were granted for 
periods varying between 12 and 20 years. The rate 
of interest is 55% per cent, or, when borrowers leave 
to the Bank the choice of the currency in which the 
loan is to be repaid, 5% per cent. 


The total working capital of the Bank is $250 mil- 
lion. Of this total, four fifths has been paid: $50 mil- 
lion in gold and dollars and $150 million in national 
currencies. The fifth and last installment is due to be 
paid by June 30, 1960. 

Source: European Investment Bank, Annual Report, 
1959, Brussels, Belgium. 


U.K. Credit Restraints 


The Chancellor of the Exchequer has announced 
that the Bank of England, with his approval, has made 
an initial call on the London clearing banks and the 
Scottish banks to make special deposits with the Bank 
on or before June 15, 1960. For the London clearing 
banks, the initial special deposit is to be 1 per cent of 
each bank’s total deposits; for the Scottish banks, it 
is to be % per cent. The Chancellor recalled that in 
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his budget speech (see this News Survey, Vol. XII, 
p. 325) he had said that the time might soon arrive 
when the authorities might have to take other steps 
to restrain further expansion of private credit. One of 
the possibilities he then had in mind was further re- 
straint on bank advances; thus, special deposits were 
introduced in the light of the figures on bank advances 
in recent months and particularly the figures for April 
which showed a further considerable increase. 


The Chancellor also said that the Government had 
decided that some restraint should be placed on hire 
purchases. The new controls will restrict the terms on 
which cars, radio and television sets, kitchen equip- 
ment, furniture, and a wide range of other consumer 
goods may be bought on hire purchase. The initial 
deposit will be 20 per cent, except for furniture and 
some other items for which it will be 10 per cent. The 
normal period of repayment will be two years, except 
the period applying to a small number of items for 
which it will be four years. Capital goods are, in 
general, not subject to restraint. 


The Chancellor commented that these measures, to- 
gether with the budget, will act as a check on the 
tendencies making for overstrain on the economy, but 
they will not prevent the continuance of sound and 
steady expansion within the resources of the economy. 


Source: The Times, London, England, April 29, 1960. 


Motor Vehicle Production in the United Kingdom 

Output in the United Kingdom of cars and commer- 
cial vehicles in March reached a new high rate of 
32,000 a week, 8 per cent above the previous record 
reached in January and 40 per cent higher than in 
March of last year. Exports, however, were 15 per cent 
lower in March than in January, part of this decline 
being in shipments to the United States and Canada. 
The decrease in exports permitted a greater flow of 
cars to the home market and caused a shortening in 
delivery delays. About one fourth of the sales are made 
on hire purchase, and restrictions could affect sales of 
cars more than sales of most other goods. The Econo- 
mist suggests that continuance of the rate of home 
deliveries combined with a slight but probably signifi- 
cant check to home demand could mean that the home 
market may be oversupplied with some models of new 
cars in the coming months. 
Source: The Economist, London, England, April 30, 

1960. 


U.K. Taxation 


Figures published by the U.K. Treasury in the latest 
Bulletin for Industry indicate that, although the total 
amounts raised annually in taxes by the central gov- 


ernment have risen over the past 12 years, they have 
been claiming a smaller share of the national income. 
Tax revenue in 1948 accounted for 37 per cent of 
the national income; by 1956, however, the percentage 
had fallen to 29 and since then it has remained at 
about that figure. Over the period, there have been 
important changes in the percentages of tax receipts 
from different sources. Taxes on income now contrib- 
ute a higher percentage of total tax revenue than in 
1948, while taxes on capital and expenditure provide 
a smaller proportion. 


The Financial 
April 29, 1960. 


Irish Budget 


The accounts of the Irish Government for the fiscal 
year ended March 31, 1960 show that ordinary reve- 
nue for that year was £129.9 million, exceeding the 
budget estimate by £2.3 million. Ordinary expenditure 
amounted to £128.7 million, or £1.4 million less than 
the original estimate. The surplus of £1.2 million was 
the largest in more than 20 years. Capital expenditure 
for economic development out of public funds was 
almost £1 million higher than the original estimate of 
£32.8 million. 


In introducing the budget for the fiscal year 1960-61, 
the Minister of Finance said that 1959 had been a 
year of progress despite difficulties in the agricultural 
sector. Its principal feature was a rise of 312 per cent 
in real national output. This increase was due largely 
to an increase of 10 per cent in the volume of industrial 
production and had a beneficial effect on employment. 
The greater activity in the industrial sector, however, 
was not matched in the agricultural sector, which for 
the second successive year was adversely affected by 
weather conditions. This in turn led to a substantial 
increase in imports of wheat and other foodstuffs and 
a decline of £10 million in export receipts for store 
cattle. The result was that Ireland ended 1959 with 
a balance of payments deficit on current account of 
£8.7 million, which the Minister characterized as being 
“a good deal less than might once have been feared.” 
He pointed out that Irish external payments were in 
balance over the three-year period 1957-59. Exports 
were rising in the first quarter of 1960, and this trend 
is expected to continue throughout the year. 


In presenting the 1960-61 budget, the Minister pro- 
posed agricultural subsidies as part of a general scheme 
to increase agricultural income by £2 million in the 
coming year. Larger expenditures on social insurance, 
social assistance, pensions and special allowances, pay 
awards to teachers and police, radio services, and 
allowances for members of the Oireachtas were also 


Source: Times, London, England, 
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proposed. The more important tax rebates and reliefs 
proposed were abolition of the tax on hydrocarbon 
heavy oils, a mitigation of the special import levies, a 
reduction in the entertainment tax, and an increase in 
children’s allowances for income tax purposes. The 
only new tax proposed was an increase, by approxi- 
mately ls. 9d. per pound, in the rate of customs duty 
on tobacco. 


The budget includes a program of capital expenditure 
of £54.5 million, compared with £43.9 million in 
1959-60; £41.8 million is to be financed out of public 
funds, £4.9 million from internal resources (mainly of 
semistate companies), and £7.7 million from “other 
sources.” 

Source: Department of Finance, Budget Statement of 
Minister of Finance, Dublin, Ireland, April 27, 
1960. 


French Import Liberalization 

The Journal Officiel of April 5 publishes details of 
further import liberalization measures in France which 
have the effect of raising the percentages of liberaliza- 
tion from 88.5 to 90.4 for imports from the OEEC 
countries (base year 1957) and from 86.5 to 88.2 for 
imports from the United States and Canada (base 
year 1953). 


Source: Le Monde, Paris, France, April 5, 1960. 


Construction Work in Denmark 

On April 12, the Danish Ministry of Labor issued a 
circular requesting local authorities to stop practically 
all work that could be described as creating employ- 
ment. The circular also states that all road projects 
being carried out with official road funds or other form 
of government subsidy should be stopped. It urged, 
moreover, that the greatest caution be exercised in con- 
nection with road projects that receive no government 
support but which are financed by municipalities on 
their own account. It is expected that the only road 
projects allowed will be those considered urgently neces- 
sary. Bgrsen expects that many road workers now em- 
ployed throughout the country will be dismissed during 
the spring and summer months. 
Source: Bgrsen, Copenhagen, Denmark, April 12, 

1960. 


Municipal Borrowing in Sweden 

A SKr 50 million, 30-year, 6 per cent loan issued 
at par by the City of Stockholm on April 27 was 
oversubscribed the same day, considerable interest 
being shown by insurance companies, funds, savings 
banks, etc. 

The last City of Stockholm loan authorized by the 
Riksbank was issued in 1958. It was a 10-year, 
SKr 50 million loan, with interest at 5 per cent. The 


last municipal loan was issued on April 11, 1960 by 

the City of Malmé, for a total amount of SKr 15 mil- 

lion. The interest rate was 5% per cent, the maturity 

25 years, and the issue price 99 per cent. 

Sources: Svenska Dagbladet, April 27, 1960, and 
Dagens Nyheter, April 27 and 28, 1960, 
Stockholm, Sweden. 


Middle East 


External Credit Facilities for U.A.R. (Egyptian Region) 


According to the Central Minister of Industry of the 
United Arab Republic, credit facilities made available 
in recent years by foreign countries for the indus- 
trialization program of the Egyptian Region total 
LE 164.8 million. Of this total, LE 148.8 million has 
been or is about to be committed to specific projects. 
The countries providing the credit facilities include the 
Federal Republic of Germany (LE 62.9 million), the 
U.S.S.R. (LE 60.9 million, excluding credit facilities 
for the Aswan High Dam project), Japan (LE 10.5 mil- 
lion), and Eastern Germany (LE 7.5 million), as well 
as Italy, Hungary, Czechoslovakia, and Switzerland. 


Source: Al Ahram, Cairo, Egypt, April 16, 1960. 
Credit Control in Pakistan 


The State Bank of Pakistan took a number of selec 
tive credit control measures in March in order to limit 
credit expansion and reduce inflationary pressures. Bank 
advances against imported manufactured goods (except 
industrial machinery and iron and steel) and against 
cotton yarn (except cotton yarn intended for export) 
were reduced. The Bank has also directed commercial 
banks to restrict unsecured advances to any single bor- 
rower to a maximum of PRs 50,000. Restrictions have 
also been imposed on advances against securities. 
Source: Karachi Commerce, Karachi, Pakistan, April 9, 

1960. 


Cotton and Wheat Crops in Pakistan 

Estimates of the wheat and cotton crops in Pakistan 
for the 1959-60 season indicate a small increase in the 
production of wheat and a small decrease in cotton. For 
both crops, the area under production was greater than 
in the 1958-59 season; but for cotton, this increase was 
more than offset by unfavorable climatic conditions 
and damage by insects. 
Source: Karachi Commerce, Karachi, Pakistan, April 9, 

1960. 


Far East 
Indian Industrial Policy 


Certain broad principles to govern the sanctioning of 
new industrial enterprises, formulated by the Indian 
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Ministry of Commerce and Industry, have been com- 
municated to Chambers of Commerce and trade bodies. 
This action has been taken in order to expedite the 
disposal of cases that require the approval of the 
Ministry of Commerce and Industry. Such approval is 
required, broadly, for (1) the terms of foreign col- 
laboration in the project, if any, (2) the capacity, 
location, etc., after the Licensing Committee has con- 
sidered these factors, and (3) the foreign exchange 
expenditure for imports of plant and machinery. 


Insofar as agreements with overseas firms for tech- 
nical collaboration or financial participation are con- 
cerned, each case must be considered on its merits. 
However, the broad principle is that technical collabor- 
ation agreements should be for a limited period, as a 
general rule not exceeding ten years. Another point 
to which the Government attaches importance is that 
the agreement should not lay down any restrictions on 
exports from India. Even if it is not possible to permit 
exports to all countries, permission should be granted 
for exports to some countries. 


A point which often creates difficulties is the stipu- 
lation that certain products may be imported from only 
the foreign firm collaborating in the project. While it 
is understandable that the Indian participant may pre- 
fer to obtain specialized items from his overseas 
collaborator, the Government is averse to approving 
a clause that will restrict the freedom of choice of the 
Indian firm. 


A number of measures have been taken to speed up 
the disposal of applications seeking the Government’s 
approval for capacity, location, etc., of new units. The 
Licensing Committee will meet at more frequent inter- 
vals, and it has been decided that for some industries, 
where it is not proposed to sanction fresh capacity, 
all applications during the next 6 to 12 months may 
be turned down without reference to the Committee. 
A list of industries for which licenses will be freely 
given has been drawn up by the Committee. Another 
major step taken in this regard is the Government's 
decision that industries employing less than 100 work- 
ers and having fixed assets of less than Rs 1 million 
(US$210,000) need not obtain any license whatsoever 
under the Industries (Development and Regulation) 
Act. As a result of these measures, the Licensing Com- 
mittee will now deal mainly with cases relating to major 
projects or the development of industries where regional 
considerations, availability of raw materials, port prob- 
lems, and similar factors play an important part. 


Owing to the country’s limited foreign exchange 
resources, the possibilities of obtaining import licenses 
for capital goods are limited to cases where either 
(1) the applicant can make satisfactory arrangements 


for raising external finance or (2) the Government 
has facilities, such as credit or payment arrangements 
with particular countries, to finance the imports. For 
the first, the forms of financing acceptable to the 
Government are investments in the equity capital of 
the company or long-term loans. Cases involving short- 
term deferred payments will be approved only in excep- 
tional cases, when such imports of machinery would 
lead to a quick saving or earning of foreign exchange. 
Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, April 1, 1960. 


Reduction of Price of Rice in Ceylon 


The price of rationed rice in Ceylon was reduced on 
April 11 to 25 Ceylon cents (U.S. 5 cents) per meas- 
ure (two pounds) as an immediate step to bring down 
living costs. Before the change, the price was 25 Ceylon 
cents for the first measure and 45 Ceylon cents 
(U.S. 9 cents) for the second measure. The current 
government subsidy on rice totals Rs 192 million 
(US$40 million) annually, of which Rs 111 million 
is provided from revenue funds and the rest from 
profits on the sale of sugar. The reduction in the price 
of rice will cost the Government an additional 
Rs 90 million (US$19 million) per year. 


Sources: The Financial Times, London, England, 
April 7, 1960; Ceylon News, Colombo, 


Ceylon, April 14, 1960. 


Foreign Investment Regulations in Cambodia 


Two laws concerning foreign investment have been 
enforced by the Cambodian authorities since Janu- 
ary 1960, one covering “old” investments and the 
other “new” investments. According to the law con- 
cerning “old” foreign investments, i.e., investments 
prior to May 31, 1956, the transfer of total profits 
may be requested; if, however, an investment was 
carried out in local currency (Indo-Chinese piastres 
or Cambodian riels), the profit cannot be transferred 
unless the firm asking for the transfer is engaged in 
activities deemed by the Minister of Finance to be 
useful for the economic development of Cambodia. 
In that case, the transfer of up to 80 per cent of net 
profits may be authorized. 


“New” foreign investments in foreign currencies, i.e., 
investments made after May 31, 1960, are guaranteed 
against expropriation or nationalization for 10 to 
30 years. When the guarantee expires, an appropriate 
indemnity will be granted if the enterprise is expropri- 
ated or nationalized. Profits of up to 20 per cent of 
the invested capital may be transferred annually. If an 
enterprise terminates its activities, the capital invested 
may be repatriated up to 20 per cent annually. Foreign 
firms investing in Cambodia are subject to the same 
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regulations as domestic firms; in particular, they are 
subject to a profit tax amounting to 18 per cent of net 
profits. During the first year of activity, exemption 
from all duties and taxes on reinvested profits and on 
imported equipment and raw materials may be granted 
by the Minister of Finance. 


Source: Far Eastern Economic Review, Hong Kong, 
March 11, 1960. 


Gold Sales in China (Taiwan) 


The Central Trust of China, a state-owned trading 
agency, sold 3,313 ounces of 87.5 per cent pure orna- 
ment gold on April 26 at an auction attended by repre- 
sentatives of goldsmiths and jewelers. The price was 
NT$1,570 per shih (municipal) ounce (NT$1,563 per 
troy ounce). The sale was conducted under the Gov- 
ernment’s policy of selling gold on the market twice 
a month in an effort to curb fluctuations in open market 
rates for gold and U.S. dollars. 

The open market rate for the U.S. dollar recently 
moved from NT$43.80 to NT$48.00 per U.S. dollar, 
and that for gold from NT$2,250 to NT$2,420 per 
Taiwan ounce (NT$1,859 to NT$1,999 per troy 
ounce). On April 27, the open market rate for the 
dollar was NT$46.50 per U.S. dollar, and that for 
gold was NT$2,300 per Taiwan ounce (NT$1,900 per 
troy ounce). The latest quotation available for the 
dollar exchange certificate is NT$40.03 per U.S. dol- 
lar on April 19. 


The Central Daily News, Taipei, Taiwan, 
April 20, 1960; The Journal of Commerce, 
New York, N.Y., April 28, 1960. 


Sources: 


Plastic Industry in China (Taiwan) 


As a result of the approval by the Korean Govern- 
ment for imports of US$2 million worth of poly-vinyl- 
chloride (PVC) resin, China (Taiwan) is expected 
to export some 1,000 tons of plastic powder to Korea 
in the near future. Negotiations for the sale are now 
going on between the Formosa Plastic Corporation and 
the Lucky Chemical Company of Korea, which has 
been granted a quota of US$0.6 million for the imports. 

The plastic industry is a new industry for Taiwan 
and one of the most prosperous. The Formosa Plastic 
Corporation, with an initial capital of nearly US$1 mil- 
lion, was established in 1957 under the first four-year 
Economic Development Plan. After the completion 
of new installations this coming fall, it will have a 
capacity of 1,200 tons a month. Export of the resin 
started late last year. Because of the low cost of labor 
and other expenses, the price of Taiwan-made PVC 
resin is the third lowest among the countries where it 
is manufactured; the price is lower in only Italy and 
Japan. Buyers are from Korea, Viet-Nam, the Philip- 


pines, Thailand, and Hong Kong. The Republic of 

Viet-Nam has invited Chinese plastic technicians to 

Saigon to assist the Vietnamese in establishing a plastic 

factory similar to that of the Plastic Corporation. 

Source: The Korean Republic, Seoul, Korea, April 18, 
1960. 


Philippine Exchange Rates 

The Philippine law of July 1959 that established a 
margin fee” on sales of exchange (see this News 
Survey, Vol. XII, p. 30), provided that the monetary 
authorities adopt a four-year program of gradual ex- 
change decontrol. Accordingly, the Government intro- 
duced on April 25, 1960 a free market for about one 
quarter of all exchange receipts and payments. The 
free market is under the supervision of the Central 
Bank, which, operating through a committee, fixes the 
free market exchange rate, account being taken of free 
market forces. The Government has announced its 
intention to broaden this free market gradually so that 
not later than 1964 all payments will be free from 
restriction. During the first year of operation of the 
free market, all exchange proceeds from gold exports 
and from tourism will flow into the free market. Also, 
25 per cent of exchange receipts from other exports 
and from capital imports and other invisibles will flow 
into that market; the remaining 75 per cent of these 
receipts will continue to be surrendered at the official 
buying rate of P 2.004 per U.S. dollar. Exchange pay- 
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ments made in the free market will include payments 
for certain imports not classified as essential and for 
most invisibles. 


Canada 


Employment in Canada 

Employment in Canada changed little between Feb- 
ruary and March, according to a joint report of the 
Department of Labor and the Dominion Bureau of 
Statistics. The number of persons with jobs is esti- 
mated at 5,668,000 in March, an increase of 5,000 over 
the previous month. There were increases in agricul- 
ture and retail trade, but declines in forestry and 
construction. Unfavorable weather and a late Easter 
retarded activity in many parts of the country. The 
total number of jobholders in March was 116,000 
higher than a year earlier; however, little or no change 
over the year was reported for employment in manu- 
facturing and other goods-producing industries. 

The number of persons without jobs and seeking 
work increased by about 11,000 between February and 
March, to 566,000; this was 9.1 per cent of the labor 
force, compared with 8.6 per cent in March 1959 and 
10 per cent in March 1958. The duration of job 
seeking continued to be shorter than in 1959. In most 
labor market areas, unemployment was slightly higher 
than last year, particularly among construction workers. 
Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, April 20, 1960. 


Latin America 
Central American Economic Integration 


Nicaragua and Costa Rica have joined El Salvador, 
Guatemala, and Honduras in agreeing to draw up a 
new five-power trade treaty calling for isthmian com- 
mercial integration at an accelerated rate and the even- 
tual formation of a broad common market embracing 
all five countries along the lines agreed previously by 
El Salvador, Guatemala, and Honduras. It has also 
been agreed unanimously to create a new Economic 
Development Bank to serve the Central American 
Free Trade Area. 

The regional office of the Economic Commission 
for Latin America was requested by the conference 
at which these decisions were made to draft within 
two months the text for a new treaty whereby the 
five countries will continue their integration program. 
Source: The Journal of Commerce, New York, N.Y., 

April 29, 1960. 


Loan fo Mexico from French Bank 

Nacional Financiera (the government development 
bank) in Mexico recently signed an agreement with 
the Banque Nationale pour le Commerce et I’Industrie 


of Paris for a loan of $71.7 million. The proceeds of 
the loan are to be used to finance hydroelectric and 
irrigation works on the Balsas River in the states of 
Michoacan and Guerrero. of 


Source: The Journal of Commerce, New York, N.Y., 
April 29, 1960. 


Other Countries 
Australia and the IDA 


In announcing the Australian Government’s inten- 
tion to seek parliamentary approval for membership in 
the International Development Association (IDA), the 
Commonwealth Treasurer said that Australia had some 
misgivings about the IDA’s articles of association. 
Australia did not fall neatly into the category of either 
“industrialized” countries that would provide most of 
the capital and could not borrow from the IDA fund, 
or of “less developed” countries whose subscriptions 
would be largely in inconvertible currencies and which 
would be able to look to the IDA for aid. Australia, 
as well as a number of other countries, stands halfway 
between these two groups. 


Source: The Times, London, England, April 27, 1960. 


Australian Government Loan 
The Australian Commonwealth Treasurer has an- 
nounced that a government cash loan of £A 25 million 
is to be issued, and that there will also be an offering 
of long-term 5 per cent securities, issued at par, and 
of shorter-dated bonds. A conversion offer to holders 
of £A 101 million of securities maturing on May 15, 
1960 was also announced. The Treasurer, in com- 
menting on the issue of seasonal treasury notes (see 
this News Survey, Vol. XII, p. 179), said that the notes 
had been useful for monetary policy in helping to 
even out fluctuations in liquidity. The issue reached a 
seasonal peak of £A 48 million in the first quarter, 
all of which will be rediscounted before June 30. 
Sources: The Sydney Morning Herald, Sydney, Aus- 
tralia, March 25, 1960; The Financial Times, 
London, England, April 27, 1960. 


Balance of Payments and Exchange Reserves of South Africa 

Preliminary figures indicate that the balance of pay- 
ments on current account of the Union of South Africa 
changed from a deficit of £74 million in 1958 to a 
surplus of £73 million in 1959. The value of mer- 
chandise imports declined by 12 per cent, to £499 mii- 
lion, and that of exports increased by 13 per cent, to 
£427 million; thus the trade deficit of £72 million was 
considerably below the deficit for 1958. The increase 
in exports was associated chiefly with greater receipts 
for wool and diamonds; the decrease in imports was 
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accounted for largely by a sharp decline in imports of 
metals, machinery, and vehicles. Net gold output was 
14 per cent more than in 1958 and was valued at 
£252 million. The deficit on other current items showed 
a small increase. 


On capital account, there was a deficit of £33 mil- 
lion in 1959, in contrast to a surplus of £78 million in 
1958. The deficit was due largely to a net outflow of 
£15 million of official capital and of £18 million of 
private capital (including errors and omissions). The 
outflow of official capital was associated to a great 
extent with payments of almost £18 million to the 
International Monetary Fund in respect of repurchases 
and the increased quota. The outflow of private capital 
was accounted for chiefly by purchases of Union secu- 
rities abroad by Union residents, direct investment in 
the Federation of Rhodesia and Nyasaland, and the 
repayment of uranium loans. 


Gold and foreign exchange reserves of the South 
African Reserve Bank in 1959 increased by £40 mil- 
lion, to £152 million. At the end of January 1960, the 
reserves had increased by a further £4 million, but 
since then there has been a downward trend, which 
was particularly noticeable between March 25 and 
April 14. In this period reserves declined by £13 mil- 
lion, to £139 million. About £1 million of this decline 
is attributable to the loss of gold production resulting 
from power cuts in March, and £5-6 million to end- 
of-quarter adjustments, including interest and capital 
repayments on uranium loans. In addition, the decline 
is being aggravated by payments to overseas sellers 
of South African shares to Union residents. 


Sources: South African Reserve Bank, Quarterly Bul- 
letin of Statistics, Pretoria, Union of South 
Africa, March 1960; The Standard Bank of 
South Africa Limited, The Standard Bank 
Review, April 1960, and The Times, April 23, 
1960, London, England. 


National Income of Union of South Africa 


Net national income of the Union of South Africa 
is estimated to have increased by 2.3 per cent, to 
£1,798 million, during the year July 1958-June 1959. 
After adjustment for changes in the value of money, 
however, the estimate shows no change from the figure 
for 1957-58, and indicates a decline of almost 2 per 
cent in per capita income. In the Standard Bank 
Review, the opinion is expressed that the national in- 
come figure for 1958-59 is satisfactory considering 
that the worst effects of the business slowdown were 
experienced in the first half of 1959 and that the prices 
for primary products were low during the full period. 

Labor’s share of total income exceeded that in 
1957-58 by £47 million, or 4 per cent, and the income 


of capital, consisting of net profits of business enter- 
prises, net rent of all fixed property, and interest on 
loans, was almost 1 per cent less than in 1957-58, 
falling to £822 million. 


Gross income of the Union is estimated to have 
increased by 126 per cent in money terms in the 
decade 1950-59. On a constant value basis, this repre- 
sented an increase of 54 per cent in total income and 
an increase of 28 per cent in per capita income. 


Source: The Standard Bank of South Africa, The 


Standard Bank Review, London, England, 
April 1960. 


U.S. Investment in Nigeria 


The Federal Government of Nigeria has decided to 
invite a U.S. firm to set up and operate in Lagos a 
flour mill, with a capacity to produce 6,700 tons of 
flour annually. The capital investment in the project 
is estimated at more than £2 million, and there will 
be opportunities for Nigerian participation. 

Source: The Financial Times, London, 
April 7, 1960. 


England, 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, May 1960, shows that in 
March there were purchases from the Fund by Argen- 
tina of deutsche mark and of Netherlands guilders each 
equivalent to $3.5 million, by the Dominican Republic 
of $2.5 million, and by El Salvador of $2 million. Each 
of the purchases was made under terms of a stand-by 
arrangement. 

Repurchases were made in March by Colombia 
($12 million), El Salvador ($4.5 million), Paraguay 
($0.2 million), the Philippines ($2.9 million), the 
United Arab Republic, Egyptian Region ($6.9 mil- 
lion), and the United Kingdom ($14 million). 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 
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